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Preface
In January 1975, AICPA’s Management Advisory Services 
(MAS) Division promulgated the eight Management Advisory 
Services Practice Standards reproduced in this publication. Ques­
tions have since arisen as to the application of these Standards to 
MAS practice.
This publication presents a number of these questions and the 
Division’s answers to them. The MAS Division will respond to 
additional questions that arise in practice and are submitted to 
AICPA, and from time to time will again publish selected re­
sponses in Interpretation form.
This publication includes Interpretations of six of the eight 
Standards. Certain questions arising under Standard 2, “Com­
petence,” also involve Rule of Conduct 201 and accordingly are 
addressed in this publication’s Special Supplement. While sev­
eral Interpretations implicitly involve Standard 3, “Due Care,” 
each of these pertains more directly to another Standard. There­
fore, no Interpretations appear under the “Competence” or “Due 
Care” heading.
These Interpretations were prepared by the 1974-75 and 1975- 
76 MAS Technical Standards Subcommittee, which consisted of 
the following members:
Virgil E. Wenger, Chairman 
Bianca L. Barbone 
George L. Bernstein 
Jack E. Blumenthal 
Herbert P. Dooskin 
J. Russell Downey 
Seymour Fischer 
David L. Fleisher 
Michael Goldstein 
Eric F. Green 
George J. Krahm
G. James Moss 
Henry S. Moss 
Robert D. Niemeyer 
Edwin H. Ruzinsky 
David C. Samuelson 
Walter M. Smith 
A. Marvin Strait




For the convenience of MAS practitioners, seven previously pro­
mulgated Ethics Rulings are included in this publication as a 
special supplement. These are formal rulings made by the Pro­
fessional Ethics Division’s Executive Committee after exposure 
to state societies and boards. They summarize the application of 
Rules of Conduct and Interpretations thereof to particular sets of 
factual circumstances.
VI
Management Advisory Services Practice Standards
1. Personal Characteristics. In performing management advisory ser­
vices, a practitioner must act with integrity and objectivity and be 
independent in mental attitude.
2. Competence. Engagements are to be performed by practitioners hav­
ing competence in the analytical approach and process, and in the 
technical subject matter under consideration.
3. Due Care. Due professional care is to be exercised in the perform­
ance of a management advisory services engagement.
4. Client Benefit. Before accepting an engagement, a practitioner is to 
notify the client of any reservations he has regarding anticipated 
benefits.
5. Understanding With Client. Before undertaking an engagement, a 
practitioner is to inform his client of all significant matters related 
to the engagement.
6. Planning, Supervision, and Control. Engagements are to be ade­
quately, planned, supervised, and controlled.
7. Sufficient Relevant Data. Sufficient relevant data is to be obtained, 
documented, and evaluated in developing conclusions and recom­
mendations.
8. Communication of Results. All significant matters relating to the 





Standard No. 1—Personal Characteristics
1.1 Partner on the Board
Q. A practitioner’s partner is a member of the board of direc­
tors of a nonaudit client. May the practitioner’s firm perform an 
MAS engagement for the client?
A. The practitioner’s firm may perform such an engagement 
provided there is full disclosure of the relationship to all parties 
at the outset of the engagement and in any written final report. 
The partner on the client board should refrain from participating 
in the board’s decisions on recommendations resulting from the 
MAS engagement.
1.2 EDP Manufacturer Is a Client
Q. A practitioner’s firm has been asked to perform an MAS 
study to assist in the evaluation and selection of EDP equipment. 
The practitioner knows that his firm has a major client that manu­
factures, sells, and services EDP equipment. May he perform the 
study?
A. If the practitioner is satisfied that he can maintain an inde­
pendent mental attitude, his firm may accept the engagement. 
The practitioner would be expected to gather, analyze, and pre­
sent the data regarding performance, cost, and other factors per­
taining to the EDP equipment and software that would meet the 
needs of his client. Disclosure should be made of the client rela­
tionship with the equipment manufacturer before acceptance of 
the engagement.
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1.3 Evaluation of Competitive Proposals
Q. A practitioner has just completed an EDP feasibility study. 
As a result of the study’s recommendations the client has decided 
to install the system and now wants professional assistance in im­
plementation. The client wishes to obtain several proposals, one 
from the practitioner and others from competent software houses. 
He has also asked the practitioner to assist in evaluating these pro­
posals. Can the practitioner submit his own proposal and also as­
sist in the proposal evaluation?
A. A practitioner should not accept an engagement to evaluate 
proposals of others that are in competition with his own. In such 
an evaluation, it would be difficult to remain objective and inde­
pendent in mental attitude.
1.4 “Turnkey” Engagements
Q. A practitioner has proposed to design and install a computer- 
based payroll system for a client. The proposed system is not very 
complex and the client wishes to accomplish the conversion as 
quickly as possible. It appears that the most efficient way to com­
plete the engagement is on a “ turnkey” basis, in which the prac­
titioner accepts full responsibility for turning over to the client 
a fully converted and documented system and for training the 
client’s staff in its operation. Do the Standards prohibit such 
“turnkey” engagements?
A. “Turnkey” engagements are not prohibited by the MAS 
Practice Standards. However, experience has shown that partic­
ular attention must be given to the proper role of the practitioner 
in such engagements. There are decision points, even in relatively 
simple systems engagements, where the practitioner should restrict 
his role to advisor. Management's responsibility for policy deci­
sions should be clearly communicated to the client at the outset.
Standard No. 4 —Client Benefit
4.1 Designing a Computer System
With Questionable Economic Benefit
Q. A practitioner conducted a feasibility study for a client and 
recommended that he not acquire a computer. It appeared that 
there would be no economic advantage in doing so. The client
2
nevertheless decided to acquire a computer, claiming that the in­
tangible benefits would justify the cost. He now requests the prac­
titioner’s assistance in designing the computer system. May the 
practitioner accept this engagement?
A. Yes, provided the practitioner’s reservations have been com­
municated to the client. A practitioner should not put himself 
in the position of making management decisions. His assistance 
in designing a system can directly benefit his client by providing 
a better system than the client might otherwise develop.
4.2 Uncertain Benefit
Q. A client requests a detailed study of his warehousing and 
distribution system. The practitioner’s preliminary review indi­
cates that the existing system is essentially a good one and that a 
more detailed study would produce little, if any, direct financial 
benefit. Should the practitioner accept the engagement?
A. The practitioner may proceed, but he should notify the 
client of his reservations regarding the study’s potential benefits. 
Even though a direct financial benefit may be uncertain and even 
improbable, the client can benefit from the additional assurance 
that the study will provide. He is in a position to evaluate this 
assurance; the practitioner, as an advisor, is not.
4.3 Evaluating Client Benefit
When Access to Client Is Restricted
Q. A practitioner wishes to respond to a government agency’s 
formal Request for Proposal, but the agency will permit no access 
to the organization requesting the assistance. How can the practi­
tioner evaluate potential client benefit?
A. Unless there is evident reason to believe that the agency will 
not benefit, the practitioner may respond to the Request for Pro­




Q. A client’s president asks a practitioner to advise him whether 
to convert his manual record keeping to a service bureau. The
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practitioner has discussed all aspects of the work to be undertaken 
with the client, including scope, timing, and estimated fees, but 
does not feel comfortable about confirming the understanding in 
writing because of the close relationship that has existed between 
them over the years. What course should the practitioner follow?
A. Standard No. 5 does not require that the communication be 
in writing. However, most practitioners find that written com­
munication is a worthwhile and increasingly important business 
practice. If the practitioner concludes that written communica­
tion to his client is not appropriate, he should, as a minimum, 
prepare a memorandum to his file.
Standard No. 6—Planning, Supervision,
and Control
6.1 Use of a Checklist
Q. A practitioner’s firm has developed a generalized checklist 
designed to be used in all MAS engagements regardless of scope or 
complexity. Would the use of this checklist be considered ade­
quate evidence of planning, supervision, and control?
A. There is no single technique that can assure adequate plan­
ning, supervision, and control of all types of MAS engagements. 
Checklists can be useful, but much depends on how they are used. 
MAS Guideline Series Number 2, Documentation Guides for Ad­
ministration of MAS Engagements, illustrates and describes a vari­
ety of forms and techniques suitable in various circumstances, but 
no one of these will necessarily provide all the assurances required.
6.2 Client's Influence on Staff Assignment
Q. During the course of an EDP systems evaluation for a client, 
a practitioner concludes that improvements are needed in the cal­
culation and reporting of standard cost accounting variances. The 
client agrees the accounting improvements should be made, but 
requests that the EDP consultant involved in the earlier study, in 
whom the client has considerable confidence, supervise the installa­
tion effort. The practitioner knows this consultant lacks sufficient 
experience in cost accounting to provide the necessary technical 
direction and supervision. What are the options under these cir­
cumstances?
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A. The practitioner is obligated to exercise competence and due 
care in solving the client’s problem. If a client insists on the as­
signment of personnel whom the practitioner believes to lack the 
necessary technical competence, agreement should be reached to 
provide such competence by other means, such as increased super­
vision or additional support. If this cannot be done, the practi­
tioner should decline the engagement.
6.3 Supervision and Control of 
Participating Client Personnel
Q. A practitioner’s firm is negotiating to undertake a large sys­
tem implementation engagement. The client wants to assign three 
of his staff to work as part of the project team to minimize costs and 
provide continuity after the engagement is completed. Can the 
practitioner exercise adequate supervision and control in these 
circumstances? What steps can he take if the client personnel fail 
to meet deadlines, or if the quality of their work is deficient?
A. Project teams such as these are frequently established and are 
quite appropriate. With adequate attention to planning, super­
vision, and control, engagements can be performed by these teams 
within the letter and spirit of Standard 6.
In such engagements, the planning documents should be partic­
ularly specific as to assignment of tasks, descriptions of work prod­
ucts, applied time, and deadlines. Progress should be systematically 
compared against plan, and prompt attention given to any diffi­
culties in team member performance. The initial response to any 
difficulties, of course, would be to review the situation with the 
team member, but client management should be informed 
promptly if the problem may have an impact on the project’s over­
all quality and cost, and its completion date.
Standard No. 7-Sufficient
Relevant Data
7.1 Data From Earlier Similar Study
Q. A practitioner’s firm is frequently involved in data process­
ing feasibility studies for potential first-time users of data proc­
essing. Typically, the firm evaluates the client’s needs, develops 
specifications, and has the client request proposals from potential
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vendors. The firm recently completed such an assignment for 
Client A and recommended a specific data processing service bu­
reau, having concluded that it was the only vendor capable of sup­
plying the required service. In the course of a similar assignment 
for Client B in the same city, the firm has evaluated the client’s 
needs and, without further study or investigation, concluded that 
the same vendor is appropriate in this case. Has the firm evalu­
ated sufficient relevant data to recommend the same vendor?
A. The reasons leading to the selection of the vendor for Client 
A are important. For example, if practitioner concluded in the 
first engagement that only one service bureau in the city was finan­
cially sound or had an adequate service organization, this infor­
mation would be directly relevant to the second engagement. But 
if, for example, the reason for selection related to the vendor’s su­
perior knowledge of Client A’s industry and Client B is in a dif­
ferent industry, it would then be necessary to obtain additional 
data before making a recommendation.
7.2 Executive Search
Q. A practitioner has been retained by a client to conduct an 
executive search for a controller. One of the practitioner’s partners 
has a social acquaintance with controllership experience who is seek­
ing a new position, and the partner feels this individual should be 
qualified. No further data has been gathered about the candidate 
and no alternatives have been considered. Would it be appropriate 
at this point for the practitioner to present the acquaintance to the 
client as a candidate?
A. An executive search normally includes a complete descrip­
tion of the position and related candidate specifications, and then 
a search for and screening of candidates. If the practitioner has 
satisfied himself that the individual in question meets the estab­
lished specifications, the candidate may be presented to the client.
7.3 Reliance on Information Already Assembled
Q. A client requested a practitioner’s assistance in designing a 
cost accounting system. The practitioner informed the client that 
he would begin by documenting the details of the production con­
trol system. The client pointed out that a reputable consulting 
firm installed the production control system just last year, and in 
his view the consultant’s report contains the necessary data. May 
the practitioner properly rely on the information contained in 
the report?
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A. Not without validation. Before designing a system based on 
previously assembled facts, the practitioner should assure himself 
of the adequacy of any underlying systems and the current relia­
bility of the data.
Standard No. 8—Communication
of Results
8.1 Observation on Client
Organization and Personnel
Q. During the course of an MAS engagement a practitioner be­
came aware of deficiencies in the qualifications of certain client 
personnel with whom he was working, and in the organizational 
structure within which the personnel were operating. The agreed 
scope of the assignment clearly did not include evaluation of such 
factors. Must these observations be communicated to the client?
A. If in the practitioner’s judgment these considerations could 
prevent him from completing his assignment successfully or if 
they would detract substantially from the engagement’s ultimate 
utility to the client, the practitioner should bring them to the 
client’s attention. This can be done either orally or in a written 
report.
8.2 Is a Final Report Always Necessary?
Q. A practitioner is completing an engagement which has in­
volved continuous communication with the client. The client is 
aware that the engagement is complete and its objectives have 
been accomplished. Must the practitioner present a final report 
to the client?
A. No. The intent of the Standard is that there be an under­
standing with the client that the engagement has been completed. 
If the practitioner is satisfied that this has been achieved and has 
appropriate file documentation, a formal final report is not man­
datory. However, a written report is normally desirable to set 
forth all key aspects of the engagement and to insure that commu­
nication was understood and will not be distorted by the passage 
of time.
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8.3 Restriction of Study’s Scope by the Client
Q. A practitioner was retained to advise a client in the selection 
of a computer. After developing the specifications, he recom­
mended that proposals be requested from five manufacturers. The 
client chose to contact only three of these. The practitioner then 
proceeded with the engagement. Should he mention these circum­
stances in his final report?
A. Yes, since the recommendations were developed by choosing 
among limited alternatives. A different recommendation might 
have resulted if the other two manufacturers had been considered. 
All parties receiving the final report should be made aware of the 
limitation on the alternatives considered.
8.4 Forecast Intended for Third Party
Q. A client needs to borrow short-term working capital and 
also needs three-year financing for equipment to increase his plant 
capacity. His banker wants a three-year forecast. The client has 
asked the practitioner to assist in the preparation of the forecast 
and to join him in discussing it with the banker. Should the prac­
titioner prepare a written report or will his columnar worksheets 
be sufficient for the meeting?
A. In this case a third party will be relying on the report in 
making an investment decision. The practitioner should prepare 
a written report to the client in accordance with Rule 204 of the 





Rule of Conduct 101—Independence
Independence During MAS Systems Implementation
Q. A member’s firm has been requested by an audit client to 
perform a nonrecurring engagement involving the implementa­
tion of an information and control system. In setting up the new 
system and only during the period of conversion to the system, the 
member’s firm will arrange interviews for client’s hiring of new 
personnel and instruct and oversee the training of current client 
personnel. Would the independence of the member’s firm be con­
sidered to be impaired with respect to the client if it performs this 
engagement?
A. Independence of the member’s firm would not be considered 
impaired under these circumstances provided the client makes all 
significant management decisions related to the hiring of new per­
sonnel and the implementation of the system. The member’s firm 
must also take reasonable precautions to restrict his supervisory 
activities to initial instruction and training of personnel, and he 
should avoid direct supervision of the actual operation of the sys­
tem or any related activities that would constitute undue involve­
ment in or identification with management functions.
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Executive Search
Q. A member’s firm’s audit client is establishing a new opera­
tion in another locality. The client has asked the member’s firm 
to recruit and hire for the company a controller and a cost accoun­
tant for its new operation. Would the independence of the mem­
ber’s firm be impaired with respect to the client by virtue of per­
forming this engagement?
A. Independence of the member’s firm would be considered 
impaired under Rule of Conduct 101 B .1 since decisions as to 
employment of personnel are considered a management function. 
However, a member’s firm may perform services consisting of rec­
ommending a position description and candidate specifications, 
searching for and initially screening candidates, and recommend­
ing qualified candidates to the client. Such consulting assistance 
would not impair independence provided client management is 
responsible for any ultimate hiring decision.
Rule of Conduct 102— 
Integrity and Objectivity
MAS Engagement to Evaluate Service Bureaus
Q. A member’s firm has been asked by a client to evaluate vari­
ous commercial service bureaus and recommend a particular serv­
ice bureau for processing the client’s accounting records. Several 
partners in the member’s firm have a material financial interest in 
a service bureau which would be one of the potential vendors. 
Does acceptance of this engagement create possible violations of 
the Code of Professional Ethics?
A. There would be a possible violation of Rule 102. A recom­
mendation by the firm that the client use the outside service bu­
reau in which partners have a material financial interest raises a 
serious question as to whether the firm appears to have subordi­
nated its judgment to those partners having a financial interest in 
the service bureau.*
* Consult Rule of Conduct 505 and Interpretation 501-1 for possible applica­
tion.
10
Rule of Conduct 201—Competence
Subcontractor Selection for MAS Engagements
Q. A member has been engaged to design and program a com­
puter system. The engagement is well within his competence. He 
plans to retain a contract programming organization as a subcon­
tractor to provide additional qualified manpower. What proce­
dures should he consider in making his selection of a subcontractor?
A. When selecting subcontractors the member has a responsi­
bility to assure himself that they have the professional qualifica­
tions, technical skills, and other resources required. Factors that 
can be helpful in evaluating a prospective subcontractor include 
business, financial, and personal references from banks, from other 
CPAs, and from other customers of the subcontractor; the sub­
contractor’s professional reputation and recognition; published 
materials (articles and books authored); and the practitioner’s 
personal evaluation of the subcontractor.
Supervision of Technical Specialist 
on MAS Engagements
Q. A member would like to add to his staff a systems analyst who 
specializes in developing computer systems. Must the member be 
able to perform all of the services that the specialist can perform in 
order to be able to supervise him?
A. The member must be qualified to supervise and evaluate the 
work of specialists in his employ. Although supervision does not 
require that he be qualified to perform each of the sp>ecialist’s 
tasks, he should be able to define the tasks and evaluate the end 
product.
Rule of Conduct 301— 
Confidential Client Information
Use of Confidential Information on MAS Engagements
Q. In the course of performing a feasibility study a nonclient 
outside source has provided pertinent information to the member’s
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firm with the understanding that the source and the details of the 
information will not be disclosed. The information, which the 
firm believes is pertinent, directly affects its conclusions and recom­
mendations. How may this information be used in connection 
with the feasibility study engagement and related conclusions and 
recommendations?
A. Rule of Conduct 301 regarding confidential client informa­
tion is not directly applicable to the circumstances described; how­
ever, Rule of Conduct 501—Acts Discreditable—is applicable to 
situations involving confidential relationships with nonclients. 
For an engagement in which it appears likely that the development 
of pertinent information will have to come from outside nonclient 
sources, and such information must remain confidential, the terms 
of the engagement with the client should specify that the confi­
dences of outside nonclient sources will not be divulged by the 
member’s firm even when they might affect the outcome of the en­
gagement. If the use of confidential outside sources is necessary 
and the terms of the engagement are silent regarding disclosure of 
source and details, the member should promptly seek the approval 
of the client to present his recommendations without making dis­
closures that include confidential information. If the client does 
not agree to this, the member should withdraw rather than breach 
a confidence or improperly limit the inclusion of information in 
his final recommendation.
Earlier Similar MAS Study With Negative Outcome
Q. A prospective client has asked a member’s firm to study the 
desirability of his using a newly developed electronic ticketing 
system for his business. A recent study made for another client 
leads the member’s firm to believe that the system would not be 
desirable for him. Must the firm state its reservations at the risk of 
disclosing information acquired while performing an assignment 
for a client competitor?
A. Rule of Conduct 301 provides that a member shall not dis­
close any confidential information obtained in the course of a pro­
fessional engagement except with the consent of the client. Knowl­
edge and expertise which result in a special competence in a par­
ticular field can be provided to a client without violating the con­
fidence of another client. Reservations that the firm may have con­
cerning the electronic ticketing system should be communicated to 
the prospective client provided the details of the other client’s en­
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gagement are not disclosed. If, however, circumstances are such 
that the prospective client would clearly know the origin of the 
information on which the member’s reservations are based, and 
such information is sensitive, the engagement should not be ac­
cepted without clearance with the first client.
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